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The Churches and the Social Security Act 


The inauguration under the auspices of the federal gov- 
ernment of a national policy of social security for em- 
ployes of profit, as opposed to non-profit, agencies has 
confronted the latter class of organizations with a serious 
problem. The non-inclusion of these agencies runs 
counter to the recommendation of the Advisory Council 
on Social Security and the Social Security Board which 
in December, 1938, and January, 1939, recorded their 
judgment that the coverage of Titles I] and VIII? of the 
Social Security Act should be extended to include them 
all. This proposal has been the subject of lengthy and 
spirited controversy, particularly on the part of certain 
church leaders, many of whom have seen in it a threat to 
the pension funds already established by a considerable 
number of church bodies, and also to the tax-free status 
of church property and the principle of separation of 
church and state. The situation resulting seems to need 
clarification, particularly because objection by religious 
bodies to inclusion under the law impresses many people 
as inconsistent with the often expressed concern of many 
church bodies for social security as a national policy. 
It appears also to have been an influential factor in con- 
tinuance of the exclusion of other non-profit institutions. 

The present discussion is offered by way of clarifying 
the issues in the light of available facts. The Federal 
Council of Churches has taken no action with reference to 
pending proposals. 


AMENDMENTS IN THE OLD-AGE INSURANCE SECTION 


It is important at the outset to note the changes that 
have been made in the law since the controversy began. 
On August 10 of this year President Roosevelt signed 
amendments to the Social Security Act which represent 
a general liberalization and expansion of the entire pro- 
gram of social security inaugurated four years ago.” 
Larger funds were made available for public health, child 
welfare and vocational rehabilitation. Federal grants to 
states for public assistance to aged and blind people and 
to orphans were increased. A few changes were made in 
the federal-state unemployment insurance program. But 
the most far-reaching changes were made in the program 
of old-age insurance, the only section of the Act entirely 
administered by the federal government. 


1 Title II of the Social Security Act dealt with “Federal Old- 
Age Benefits” and Title VIII with “Taxes with Respect to Em- 
ployment,” i.e., the excise taxes providing the base for the benefits 
defined in Title II. 

2For earlier discussions of the Social Security Act see INFor- 
MATION SERVICE for September 5, 1936, and September 24, 1938. 


Perhaps the most fundamental change was that de- 
signed to meet the heaviest fire of criticism, reorganiza- 
tion of the method of financing the benefits. Tax receipts, 
instead of being paid into the general revenues of the gov- 
ernment for later appropriation to the Social Security 
Fund account, in whole or in part as Congress might see 
fit, must now constitute a trust fund (the “Federal Old- 
Age and Survivors Insurance Trust Fund”) to which all 
the taxes collected must be appropriated directly and in 
full. The plan to accumulate a huge reserve was aban- 
doned in favor of a limited reserve. Thus, annually, or 
when the reserve exceeds three times the highest annual 
expenditure anticipated in the next five-year period, the 
Board of Trustees must report to Congress. This Board 
consists of the Secretary of the Treasury and of Labor and 
the chairman of the Social Security Board. It will have 
full charge of the financial management of the system. 
The huge reserves contemplated in the earlier program 
are cut down partly by holding the old-age insurance 
contribution for the years 1940, 1941 and 1942 at 1 per 
cent of wages each by workers and their employers instead 
of increasing them to a total of 3 per cent and partly by 
an increase in benefits to be paid out. From 1943 the 
rates will be those set in the old law, the contributions ris- 
ing to 2 per cent each for workers and employers for the 
three years 1943-45, 2% per cent for the three years 
1946-48 and 3 per cent thereafter. 


Benefits have been placed upon a family basis, that 
is, a social insurance basis, instead of a purely individual 
basis for those employed. Payment of benefits will begin 
in 1940 instead of 1942. The earlier benefits have been 
increased. Annuity benefits have been extended, in part, 
to wives and dependent children of retired workers, to 
widows and dependent children and to orphans and de- 
pendent parents. Wives aged 65 receive a supplementary 
allowance equivalent to 50 per cent of the annuitant’s 
benefit ; dependent children receive 50 per cent; widows 
aged 65 are entitled to 75 per cent; widows with de- 
pendent children to 75 per cent plus 50 per cent for each 
dependent child up to a certain figure; orphaned children 
to 50 per cent ; and aged dependent parents to 50 per cent 
if there are no other survivors. 


The computation of benefits is now based on average, 
in place of total, wages. (The average wage is a com- 
puted amount found by dividing total wages received in 
covered employment by, roughly, the number of months 
since 1936.) Thus an annuitant at 65 will receive bene- 
fits equal to 40 per cent of the first $50 in his average 
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monthly wages earned since he entered covered employ- 
ment, presumably with the inauguration of the system, 
plus 10 per cent of the balance up to a total of $250 
monthly. One per cent of the amount so computed will 
be added for each year (in which $200 or more has been 
earned) elapsing since the beginning of 1937 and until 
date of retirement. 

The amendments above referred to follow in the main 
the recommendations of the Advisory Council on Social 
Security, which was authorized by the Senate and ap- 
pointed jointly by the Committee of Finance of the Senate 
and the Social Security Board to study the advisability 
of certain changes in the provisions of the Act relating 
to old-age insurance. Action on one of the Council’s 
recommendations, however, was postponed. It is that 
recommendation which has most significance for the 
churches as institutions. It reads: “The employes of 
private non-profit religious, charitable, and educational 
institutions now excluded from coverage under Titles Il 
and VIII should immediately be brought into coverage 
under the same provisions of these Titles as affect other 
covered groups.” ® 

The churches have been warned that their inclusion 
under the Act would have a serious effect upon their own 
established pension systems. It has been urged, more- 
over, that the burden of costs would greatly cripple their 
essential services to the community since the churches 
cannot pass on such costs, as industrial organizations can, 
to the consumer. It has been widely assumed in such 
discussions that the churches already make better pro- 
vision for their clergy than would be provided by the fed- 
eral program, and that headway is being made toward 
providing for their lay employes. 


Provision Now MADE BY THE CHURCHES 


Before the question can be considered on its merits 
some facts are needed by church people. First is the ex- 
tent of actual coverage of church employes by the private 
funds established for their security in old age. This 
Department has endeavored to obtain as extensive infor- 
mation as possible. 

There are over 200 religious bodies in the United 
States. Fifty of these report membershig of 50,000 or 
over. Of these, 42 are Protestant denominations, and 24 
of these large Protestant bodies have representation in 
the Conference of Church Pension Funds. Participation 
in the Conference does not connote full coverage for the 
employes of a denomination, or even for its ministers. It 
represents, rather, serious effort by that church body 
toward the support of, at least, its clergy in their old 
age. 

eThe following facts emerge from an inquiry addressed 
in March of this year to the pension boards which are 
members of the Conference of Church Pension Funds :* 


Clergy—Thirteen of the Conference member bodies ap- 
pear to have well established contributory pension plans 
for the ministers of the denomination; four have such 
plans set up in very recent years; three are preparing 
plans ; three have none (one of these reports effort to give 
assistance on the basis of need); and regarding one in- 
formation is lacking. In addition to these contributory 
pension plans, other plans are maintained by the mem- 


3 Title II of the Social Security Act was amended to read 
“Federal Old-Age and Survivors Insurance Benefits.” 

4It should be noted that this inquiry pre-dated the union of 
three large Methodist bodies. No adjustment of figures has been 
made in view of the fact that available general church statistics 
refer to 1937-8, 
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ber boards. These are variously styled “Superannua- 
tion,” “Benefit,” ‘Relief,’ ‘“Endowment,” etc., and in 
the main represent a carry-over from earlier systems 
which will gradually be consolidated with the newer con- 
tributory plans. Death benefits, disability clauses, widow’s 
pensions, and allowances for minor children appear in a 
number, not all, of the plans. 

The ministers of Protestant church bodies total ap- 
proximately 85 per cent of the clergy in the United States. 
The denominations represented in the Conference of 
Church Pension Funds support approximately 52 per cent 
of the Protestant ministers in the country. Of these it 
appears that somewhat less than 50 per cent are actually 
covered by the old-age security plans of their churches; so 
that coverage by the Conference member bodies is ap- 
proximately 26 per cent of the Protestant ministry of the 
country. 

The extent of coverage reported by the pension boards 
has a wide range. Three pension funds report coverage 
of 100 per cent of their active ordained ministers, one of 
98 per cent of the “eligible,” one of 89.5, one of 55, two of 
60, one each of 52.6, 43, 40, 33 (of the “eligible”), 25 (of 
the “active”) and 4.7. Three cover none. 

In addition to these, five of the large denominations 
not represented in the Conference and three minor bodies 
report “Relief,” “Superannuation,” or “Benefit” systems. 
Moreover, many other such plans may be maintained by 
other church bodies. (Such plans are usually administered 
on a pro rata basis or “according to need.’”’) The likeli- 
hood, however, that their arrangements provide anything 
like adequate support seems slight. 


As to the amount of the pensions paid to ministers, 
no averages for the churches as a whole can be computed. 
It appears that in most denominations the actual pay- 
ments fall much below the theoretical maxima. ‘‘Normal” 
or average payments are indicated in only eleven of the 
reports received. Of these the median figure stated is 
$400, the highest $963, the lowest $200. There is a sharp 
drop between the highest and the next figure reported as 
normal ($500). Even if in cases where no normal pay- 
ment is stated it is assumed that the maximum indicated 
is the normal payment the median still is $400. The 
highest annual pension reported actually paid to an indi- 
vidual is $1,500. These figures do not take account of 
disability payments, death benefits, or payments to widows 
and minor children. In a number of denominations con- 
tributory pension plans recently inaugurated are ex- 
pected to augment the figures in their reports. 

The cost of the contributory pensions to the churches 
and to the individual minister appears to vary consider- 
ably. The most popular division of cost seems to be 2!4 
per cent of salary paid by the minister and 7/2 per cent 
by the church, but 2% and 8, 3 and 3, 3 and 5, 4 
and 4, 5 and 5, as well as 7/2 per cent by the church 
alone, are found among the established funds. Six per 
cent is the lowest and 10! per cent the highest aggregate 
cost reported. 

Church Lay Employes—Of the 24 bodies in the Con- 
ference of Church Pension Funds four offer old-age pen- 
sion coverage to all lay employes. Two of these do not 
appear to have pressed the matter. Three offer coverage 
for some lay employes. This means provision for em- 
ployes of central boards, of administrative, managerial, 
or teaching staffs and lay missionaries; in one case it 
means “approved” individuals or groups. Fifteen bodies 
offer no coverage for lay employes. Three of these are 
considering some provision for them and one has urged 
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their participation in the Social Security Act benefits. One 
denomination maintains an insurance organization which 
will accept voluntary contracts with individuals. For one 
body information is lacking. Several publishing houses 
and some other organizations have established their own 
employes’ pension funds but, in general, secretarial staffs, 
office building employes, janitors and local church lay 
employes are not offered coverage. In those denomina- 
tions which have made provision the action is generally 
recent and actual coverage is not extensive. 

It is impossible to arrive at a definite figure for the 
number of lay employes in central and local church or- 
ganizations or serving local congregations because of the 
casual and part-time character of much of the work done. 
Organists, church secretaries, janitors and sextons are 
often employed on a part-time basis and many of them 
secure a large fraction of their living by other employ- 
ment.® For this reason statistics regarding them would 
be hard to procure. It is probably safe to assume, how- 
ever, that the number of lay employes of the churches is at 
least two to three times that of the clergy. 


Oup-Ace BeneFirs UNDER THE SociAL Security Act 


The great variety of church pension plans operated 
and the variation in the benefits derived by those of the 
clergy and lay workers who are covered makes any ac- 
curate comparison with benefits under the Social Security 
Act impossible. The best that can be done is to present 
sample instances of benefits payable under the Act as a 
basis for comparison by church people themselves. 

An individual fully insured under the Social Security Act old- 
age insurance provisions who has averaged salary or wages of 
$100 monthly in the three years ending January 1, 1940, retiring 
then at the age of 65, will receive a monthly pension of $25.75 
for the rest of his life thus: 


10 per cent on the remaining $50 ............... 5.00 
3 per cent of this total of $25 (1 per cent for each 
year of coverage since January, 1937) ....... Pi 
Total priiary $25.75 
If he has a wife aged 65 she will receive a supplemen- 
tary allowance of 50 per Cent .....ccsccccseccecs $12.88 
$38.63 


Should the hushand die first his widow’s monthly pension would 
be 75 per cent of the primary benefit, or $19.31. 

For each unmarried dependent child under 16 (or under 18 if 
attending school) a benefit equal to 50 per cent of the primary 
benefit would be granted, or $12.87. 

If neither widow nor orphans survive each wholly dependent 
parent 65 years of age will receive 50 per cent, or $12.87. 

Total benefits paid in this case would be limited to double the 
primary benefit, or $51.50. 

These insurance benefits would in this case have been secured 
by the payment of 2 per cent of salary or wages (1 per cent by 
worker and 1 per cent by employer) for three years, or $72.00. 


A fully insured individual with an average wage of 
$150 monthly and 10 years’ coverage will be entitled to 
a primary annuity of $33 per month. This amount will 
be increased to $39 after 30 years of coverage and to 
$42 after 40 years. Average wages of $250 will allow 
primary annuities of $44, $52 and $56, respectively. 

These benefits result from the payment of 2 per cent 
of salary for the years 1940, 1941, and 1942, 4 per cent 
for 1943-45, 5 per cent for 1946-48 and 6 per cent there- 
after, the cost divided equally between worker and em- 
ployer. 


5 This is also true in some measure of staff members and even 
of pastors in some instances. 


[3] 
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ATTITUDES OF OTHER NON-PROFIT AGENCIES 


A number of non-profit agencies have been studying 
the advisability of seeking inclusion and the question will 
in all probability be raised and decided in the coming 
session of Congress. Tor several reasons inclusion under 
the unemployment insurance provisions will not be sought. 
It is felt that employment in this group is not seasonal 
and does not vary sufficiently to raise any serious general 
problem. No objection is anticipated to inclusion under 
one section of the Act while at the same time exemption 
is maintained under another section. 


With reference to this point precedents for dissimilar 
treatment under the two sections now exist. Newsboys 
under the age of 18 who deliver directly to the reader are 
now excluded from oid-age insurance but are covered by 
unemployment insurance. Similarly insurance salesmen 
are excluded from the unemployment provisions and cov- 
ered by those on old-age. The theory now does not point 
to identical treatment of the two sections. The unem- 
ployment insurance provisions are administered by the 
state while the old-age section is administered by the fed- 
eral government. The state and federal systems are not 
identical in coverage. Until they are brought into con- 
formity, therefore, this does not seem to be a problem. 


The National Council of the Y. M. C. A. has made a 
careful study of the whole question and a painstaking com- 
parison of the benefits under its own plans and those of 
the Social Security Act. The report of the Committee on 
Security which made the study was based on the premise 
that “the Social Security Act appears to be firmly estab- 
lished as a matter of national policy. The benefits of the 
Act intended to be available to all American wage-earners 
as a matter of right should be extended to and shared by 
all.” It recommended “that the Committee on Security 
be authorized to continue their consultation, and resume 
collaboration with representatives of other non-profit 
agencies now excluded from participation in the provi- 
sions of the Social Security Act, toward the inclusion of 
their employes under the Old-Age Benefit provisions of 
the Act as revised by the last Congress.” 


The report shows that future benefits under the federal 
system would be generally superior to those of the 
Y. M. C. A.’s plans for practically all non-secretarial 
workers, whatever the rate of pay or years of coverage, 
and for secretaries over 45 years of age, whatever the 
rate of pay; that the large proportion of workers who do 
not remain in Association employ emphasizes the im- 
portance of continuous coverage; and that costs would 
be lower. It was believed by the Committee that satis- 
factory adjustments in present pension plans could be 
made without loss of equities or undermining of values. 
Marked and growing agreement was noted among non- 
profit agencies on the desirability of inclusion. The tra- 
ditional tax-exemption of non-profit agencies was not 
thought to be jeopardized and the creation of a “trust 
fund” and the ear-marking of premium payments (de- 
noted as excise or occupational taxes) were cited as sup- 
port for this position. And lastly, it was felt that the 
Association had an “obligation for leadership” in “a mat- 
ter of justice.” It was also shown that if ultimate in- 
clusion is considered probable, immediate action becomes 
urgent “because workers’ equities are adversely affected 
by postponement.” 


The proposal has been made the subject of a refer- 


endum to the individual Associations throughout the 
country. 
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The National Board of the Y. W. C. A. as early as 
February, 1938, acting on the recommendation of its 
Public Affairs Committee, gave “official approval to the 
proposal that the Social Security Act be amended to 
extend the old-age provisions to employes of non-profit 
agencies.” 

The American Hospital Association has put itself on 
record as “very much in favor” of inclusion in the pro- 
visions for old-age security while opposed to participation 
in the unemployment section of the Act. 

The Community Chests and Councils, Inc., national 
body of the community chest movement, has formally ap- 
proved inclusion under the old-age provisions. The 
Board of Directors of the National Federation of Settle- 
ments has gone on record “against exclusion” and its 
action was reaffirmed by the General Conference in 1937 
and in 1938. The American Association of Social Workers 
is negotiating for inclusion of its own staff. It had pre- 
viously been working with other agencies to obtain re- 
interpretation or revision of the Act. The Council of 
Jewish Federations and Welfare Funds also has ap- 
proved the inclusion of its own employes. 

The Association of American Colleges is friendly to in- 
clusion in the old-age section. The Teachers Insurance 
and Annuity Association of America (commonly known 
as the Carnegie pension for teachers), while it has taken 
no official action, is strongly in favor of inclusion. It 
finds that no private agency can match the benefits to be 
derived at the cost under the federal plan or probably at 
any cost. The Association fears that educational institu- 
tions, if exempted, may find themselves at a serious dis- 
advantage in the employment market when workers begin 
to realize the benefits of the system. It may be noted 
here that certain omitted groups—social workers, hos- 
pital employes, etc——have made a strong plea for inclu- 
sion. It is thought, too, that any appeal to a tax-exempt 
status might prove a boomerang against the security of 
that status through the resentment that would be aroused 
by such a stand. 


AcTION OF THE NATIONAL COUNCIL OF THE PROTESTANT 
EpiscopaAL CHURCH 


The National Council of the Protestant Episcopal 
Church is the only Protestant-Church body which has 
taken official action on the subject of inclusion. A special 
committee of the National Council was appointed to work 
with the Department of Christian Social Relations, to 
study the situation and report objectively to the Council. 
On the basis of the report from this committee, the Na- 
tional Council, speaking only for itself, adopted resolu- 
tions expressing the opinion that “all the lay employes 
of the Protestant Episcopal Church whether employed in 
churches, missions, institutions, or agencies, be brought 
within the coverage of the pension provisions of the Fed- 
eral Old-Age and Survivors’ Insurance Benefits of the 
Social Security Act (Title II)”; that if Congress fails to 
include non-profit agencies, some pension provision be 
made for all lay persons retiring at 65 after completion 
of five or more years of service in such institutions of the 
Church as before-mentioned ; that “the essential integrity 
of the Church Pension Fund should be safeguarded by the 
exclusion of the clergy from the coverage of the Act by 
reason of their chosen vocation.” Instructions were given 
that these three proposals with the supporting memoranda 
should be submitted to the dioceses of the Church for con- 
sideration and action, and in turn, submitted to the Gen- 
eral Convention of the Church. 
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ATTITUDE OF THE CATHOLIC CHURCH 


The National Catholic Welfare Conference considers 
it essential that in any extension of the coverage of the 
old-age benefits provisions of the Social Security Act 
to the employes of tax-exempt agencies there should be 
full recognition and safeguarding of the tax-exempt status 
of the tax-exempt employer. It believes that there is 
no likelihood that coverage of the old-age provisions of 
the Act will ever be extended by Congress without pay- 
ment of a tax or contribution by the employing tax-exempt 
agency. The Conference is ready to cooperate with other 
tax-exempt institutions in advocating an amendment to 
the Social Security Act whereby the old-age benefits cov- 
erage would be extended on condition that the tax-exempt 
employer pay the amount of the tax levied, the same to be 
credited directly to the trust fund established by the Act. 
This the Conference would regard as in the nature of a 
contribution, which would not be subject to appropriation 
for any purpose other than old-age benefits. 


ARGUMENTS AND COUNTER ARGUMENTS 


Some of the objections originally cited by church pension 
fund representatives have been met by the amendments 
to the Act. Costs, for instance, have been lowered. The 
trust fund arrangement has superseded the “reserve” ac- 
count plan. Employment after age 65 may now be used 
to increase benefits. And it is further believed by many 
who have studied the matter carefully that the old-age 
provisions may be applied separately from those regarding 
unemployment insurance. 

The following objections are still urged: 

(1) Difficulty of Adjustment—It is contended that 
the adjustment of established church pension and benefit 
plans to the benefits to be derived under the Act would 
be very difficult. 

On this point it should be said that many industrial 
concerns have effected such an adjustment between their 
own plans and the Social Security plan. It is pointed 
out by persons who urge this objection that there is an 
important difference between an industrial concern, which 
has a central salary-paying agency and a religious de- 
nomination made up of locally administered churches. To 
others it appears that since the church pension funds are 
centrally administered with competent actuarial counsel 
the problem of working out adjustments should not be 
insoluble. 

(2) Comparative Benefits—It is stated that the 
church funds provide larger benefits than the Social Se- 
curity Act. 

This is probably true for the higher salaried ministers 
in the more adequate funds. The maximum pensions 
stated in pension fund plans, however, would invalidate 
the contention in all but a few instances. 

The figures cited earlier with reference to coverage 
of their clergy by the churches suggest the probability 
that it is in the lower salary brackets that such coverage 
is now lacking. Ministers in many rural churches can 
not afford the payment required for protection by private 
pension systems. Neither can the local congregations pay 
their quota, nor the central boards of poor and obscure 
denominations. Moreover, not themselves having had the 
protection of social insurance, members of such churches 
have not been impressed with the urgency of the effort 
made on behalf of their ministers. This has made progress 
difficult for the church funds. Enforced general partici- 
pation in the federal program might be educative in this 
regard. 
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(3) Permanence of Security—lIt is contended that the 
church funds promise more permanent security. 

The change in the financing plan intreduced in the 
amendment to that provision of the Act would seem to 
allay any concern for the security of the funds paid in as 
taxes and their application to the purpose for which they 
are collected. The question seems to resolve itself into 
one of the prospective solvency and integrity of the gov- 
ernment. 

(4) Financial Burden—lIt is said that the church will 
have a greater financial burden and will therefore find 
itself crippled in its religious work. 

It is generally admitted that the newer contributory 
pension plans are less expensive for the churches than 
the old non-contributory endowment and superannuation 
systems were. Confusion has arisen over comparative 
costs of church pension plans and costs under the Social 
Security Act because of the widespread assumption that 
coverage under the Act necessarily includes both unem- 
ployment insurance and old-age benefits. This appears 
to have been at one time the official view in Washington, 
but it has now been abandoned. It is no longer proper, 
therefore, to use the combined costs of unemployment and 
old-age premiums in estimating the relative burden of 
church and federal pension plans. 

Under the Old-Age and Survivors’ Insurance Benefits 
section of the Social Security Act the churches would all 
be required to pay 1 per cent, gradually increased to 3 
per cent, over a period of years, of the salaries of all eligi- 
ble employes. At present some pay nothing. Those who 
support pension plans pay anywhere from 3 per cent to 8 
per cent of the salaries of the clerical and lay employes 
covered. It is obvious that the denominations would be 
differently affected financially. Those whose contributory 
pension plans now cover all clerical and lay employes 
would in general find their costs substantially reduced 
since most now pay on a higher percentage rate. The 
others which maintain such funds would find their costs 
affected to the extent to which additions for complete 
coverage and reductions for lower percentage contribu- 
tions would not cancel each other. Those which have 
maintained pro rata relief funds would find costs affected 
adversely or favorably according as their plans may now 
be inadequate or satisfactory. Those bodies which now 
have no provision would find the sudden burden heavy. 
It is a matter of meeting the costs of support for the aged 
currently rather than in arrears. 

Most persons agree, however, that in justice some pro- 
vision must be made for lay employes. This will cost 
money—whether it is achieved under the federal system 
or through private arrangements. 

(5) Vastness of Undertaking—It is argued that the 
administration of such a vast system is too great an un- 
dertaking for any government agency. 

This, of course, is a criticism of the entire social se- 
curity program. The experience of other countries offers 
some ground for optimism on this score although the 
United States project is probably more extensive than 
that of any other country. There seems to be wide agree- 
ment, regardless of political affiliation, that social security 
is essential to the public welfare and there is obviously 
no agency equal to the task except the federal government. 

(6) Tax Exemption—A more important objection 
than any of the foregoing is that which refers to the 
present tax-exempt status of the churches. It is urged 
that inclusion under the old-age provisions of the Social 
Security Act would represent for the churches submission 
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to a tax that would he the entering wedge of a program 
which would eventually destroy that status; that it would 
create a precedent for further incursions upon the ex- 
— of the churches from government taxation of all 
kinds. 

Federal and state laws and court findings attest the 
deep and long-standing conviction in the public mind 
which has supported the American policy of tax-exemp- 
tion for church property and church institutions. Many 
persons who are strongly in favor of tax exemption for 
church property, moreover, do not believe that the Social 
Security payments constitute a tax in the ordinary sense. 
It was suggested at the last session of Congress that these 
obligations be labeled “contributions.” This was not 
done, however, and the payments are designated excises, 
that is, taxes related to occupation. The sub-chapter cov- 
ering the tax arrangements was renamed “Federa! Insur- 
ance Contributions Act” and a change of wording through- 
out the Act is contemplated to conform to this change. 
It is argued that workmen’s compensation assessments 
have not impaired the tax-exempt status of non-profit 
agencies. While the administration of workmen’s com- 
pensation is different and the assessments are not paid 
directly to government agencies, the compulsory feature 
is the same. 

The creation of the trust fund affects the picture at this 
point. The payment of moneys directly into a fund main- 
tained expressly for the economic benefit of the people 
themselves and usable for no other purpose differs radi- 
cally from taxation for the general government revenue. 


(7) The Church-State Isswe—Quite aside from the 
question of tax-exemption, many persons have been trou- 
bled by the possibility that inclusion of church employes 
under the Social Security Act would have the effect of 
blurring the boundary line between church and state. 
To admit the principle that the state has a right to “tax” 
the church—even in the limited sense in which the Social 
Security assessment must be called a tax—may, it is con- 
tended, weaken the protection which the church has en- 
joyed against state control or interference. 

The answer given is that there is and can be no com- 
plete isolation between the church and secular society. 
“The church has its roots in the world.” A church build- 
ing must conform to the sanitary code. Church property 
must be protected by deed in accord with secular law 
and disputes over title are settled by the civil courts. 

It is also pointed out that the principle of general tax 
exemption for church property actually puts the church 
in the position of a beneficiary of the state. Obviously tax 
exemption is in the nature of a social subsidy. 

Whatever may be thought of these arguments, it is 
clear that the inclusion of lay employes alone under the 
coverage of the Act, which there is much disposition to 
favor, is as fatal to the extreme position on the church- 
state issue as the inclusion of ministers. If that position 
is valid no group of employes, even printers in a publish- 
ing house, can properly be brought within the scope of 
the Act. There are many who think that the church- 
state argument, when thus invoked, if it proves anything 
proves too much. 


Errect OF NON-INCLUSION ON PERSONNEL 


The non-religious agencies among the non-profit or- 
ganizations concerned have expressed the opinion that 
exclusion will before long militate against the preservation 
of a high quality personnel. It is urged that the greater 
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the ability of a worker the more likely will he be to con- 
sider his future economic security in seeking placement. 
Inducements in the way of salary and other considerations 
would have to be relatively greater to procure competent 
staff. Since much of the lay work of the church is similar 
to work done in. industrial establishments there may be 
an exodus of desirable workers. The non-profit agencies 
report a considerable turnover in staff personnel. Few 
experienced workers would consider moving from a cov- 
ered to an excluded group at a sacrifice of benefits already 
accumulated. Those workers who move after a period 
of time spent in an excluded occupation will find, on en- 
tering an occupation covered by the Act, that they have 
been placed at a disadvantage by their previous exclusion 
from this coverage. 


Tue Cost or DeLay 


In the meantime if there is any probability of inclusion 
in the federal system postponement of action is costly for 
the individual worker, for his family, and for the churches 
themselves. The qualification for eligibility for benefits 
has been changed so that each year of postponement will 
increase the number of years of contribution required be- 
fore the worker may receive benefits. 

For example, if participation should begin in 1941, it 
would be four years before eligibility to receive benefits 
would be established. There would be no protection until 
1945 because the earlier provision of lump sum payments 
at 65 has been discontinued, except as “current insured 
status” (coverage in 6 out of 12 quarters) would entitle 
the worker to them. Commencement in January, 1942, 
would require five years of coverage instead of four be- 
fore benefits could be paid. Postponement to 1946, how- 
ever, would extend the qualifying period to nine years. 


In addition, the change of basis for determination of 
benefits from total wages to “average wage” lends urgency 
to any contemplated action. The average monthly wage 
is arrived at by dividing the total wages by three times 
the number of quarters (or approximately the number of 
months, as stated above) elapsing since 1936. The longer 
the delay the larger becomes the divisor and the smaller 
the resulting benefit. 


CoNncLuUSION 


The churches for many years: have been concerned over 
the general insecurity of the worker and have taken a 
leading part in the advocacy of measures to remove the 
unnecessary hazards attendant-upon economic life. The 
churches have deplored the fears and the cramping of 
the individual spirit by subservience engendered in the 
keen competition for livelihood and status. Many pro- 
nouncements by church bodies are on record in this con- 
nection a number of which deal specifically with old-age 
insurance. 


The cautionary reaction of the Conference of Church 
Pension Funds is a natural one. Churchmen who for 
years have put forth sacrificial effort in the sincere con- 
viction that the churches have a responsibility for the 
people they employ and who have seen with satisfaction 
the gradual extension of some measure of security to 
those workers cannot but feel dismay at any challenge to 
the status of the established pension systems. And when 
that reaction is buttressed by the historic fear of the 
reaching hand of government it is difficult to judge this 
matter with detachment. The question is regarded by 
social workers generally, however, as primarily one of 
principle, rather than of finance. It would seem that the 
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regularly constituted policy-making bodies of the denom- 
inations are called on to face the issues on that basis. 
Systems of finance are means by which principles must be 
served. 


Many people feel, it is true, that the minister and other 
persons who are in the employ of the church for definitely 
religious vocational service, are in a different position 
from that of the lay workers—organists, employes in office 
buildings and in publishing houses, and sextons in local 
churches. The former choose their life work on the basis 
of a call to special service. They become a part of the 
church organization for life and remain a part of it 
through any financial vicissitudes it may encounter. Their 
relation to the church may be of too intimate and spiritual 
a nature to be regarded as a relation of employe and em- 
ployer, in the ordinary sense of these terms. 


Aside from his relation to his church, however, and 
his special function in the community, the minister is a 
citizen. He is paid a periodic salary on which he, like 
other citizens, pays an income tax if it is large enough. 
It is held by some churchmen that in respect to social 
guarantees and immunities ministers of religion should 
be treated in exactly the same way as other citizens. 
Through old-age insurance society is protecting all its 
citizens and occupation is incidental. Therefore, these 
leaders maintain that in the present state of limited and 
inadequate coverage exclusion from the benefits of the law 
constitutes discrimination against men because they are 
in the service of the churches. 


The church’s responsibility to its own lay workers 
appears to have been neglected while it has been stressing 
the responsibility of industry to its employes. Whatever 
answers may be given to the many questions raised in this 
report there will be general agreement that a corporate 
responsibility emerges from the facts presented. 


British Clergy and Social Insurance 


In connection with the above discussion of the relation 
of the American churches to the Social Security Act 
the status of British churches under the Social Insurance 
Act is of interest. The principle for determination of 
status (whether that qf an employe or not) was laid 
down in a celebrated case in 1912 when Mr. Justice 
Parker said concerning Church of England curates: “It 
appears quite clear on the construction of the Act that, 
in order to make insurance obligatory under Part I., there 
must be something in the nature of a contract of service, 
and in the particular case before me, unless I can say that 
there exists between a curate and some one else some 
contract which can properly be called a contract of 
service, the curate can in no case be a person on whom 
insurance is obligatory, though he may possibly come 
in as a voluntary contributor.” 


The Rev. M. E. Aubrey, general secretary of the Bap- 
tist Union of Great Britain and Ireland, has recently 
said: “Ministers and clergy are within the scope of our 
latest insurance act, which allows ‘black-coated workers’ 
to come within the voluntary scheme of national insurance 
for pensions at the age of 65 for men and their wives. .. . 
The churches asked for this because they felt that in any 
real democracy ministers of religion should be treated in 
exactly the same way as other citizens. While the Free 
Churches here would deprecate anything like an endow- 
ment of the churches by the state, we equally deprecate 
any discrimination against men because they are in the 
service of the churches.” 


Printed in U.S.A. 
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